




















































Michigan
Notes to the Financial Statements

refunded to personal income tax payers and payers of the State's single business tax. If the limit is exceeded by an amount
less than 1 %, the excess may be deposited into the State's Budget Stabilization Fund. The calculations determining the State's
compliance with this constitutional provision for fiscal year 2006 are not final. For fiscal year 2005, the most recent year for
which final calculations are available, total State revenues subject to this limitation were beneath the constitutional limit by $4.2
billion. The State expects that total State revenues subject to the limitation will not exceed the limit for fiscal year 2006.

Budget Stabilization Fund
The Counter-Cyclical Budget and Economic Stabilization Fund ("Budget Stabilization Fund") was created in 1977 to assist in
stabilizing revenue during periods of economic recession. This fund currently operates under MCL Sections 18.1351 -18.1359,
as amended. In general, the law requires payments into the fund when real economic growth exceeds 2% and allows
withdrawals from the fund when real economic growth is less than 0%. Funds can also be withdrawn when the State's
unemployment rate exceeds 8% or upon appropriation to finance capital outlay or other projects, or for other purposes
designated by the Legislature.

The following table summarizes the transactions for the fund for fiscal year 2006 (in millions)

$ 2.0Beginning unreserved fund balance
Interest Income
Transfer to General Fund

Ending unreserved fund balance ~ 2.0

Budgetary Overexpenditures
In the event that expenditures exceed authorization during a year, the department must request a supplemental appropriation
for the amount overspent, if that amount exceeds their lapses or if they expect to make payments from prior year authorization
in the next fiscal year. There were the following line-item overexpenditures of State departments incurred during the year,
which represent noncompliance with State budget laws (in millions):

General Fund
State Police .l 3.0

General Fund Total ~ 3.0

NOTE 4- ACCOUNTING CHANGES AND RESTATEMENTS

Transportation Expenditures and Revenues
In prior fiscal years, local revenues and related expenditures were recorded for the local units' share of non-state owned
construction projects within the State Aeronautics Fund, the State Trunkline Fund, the Comprehensive Transportation Fund, and the
Transportation Related Trust Fund on the Statement of Revenues, Expenditures, and Changes in Fund Balances. Since there is no
decrease in the State's net financial resources related to the local share of the construction projects, revenues and expenditures
should not be recorded. As a result, local revenues and related expenditures of $113.7 million were removed from the State's
financial statements.

Capital Assets
The beginning balances of infrastructure, construction in progress, and net assets invested in capital assets, net of related debt
were adjusted to correct prior period errors.

Infrastructure was increased $172.8 million, Construction in Progress was decreased $131.5 million, and net assets invested in
capital assets, net of related debt increased $41.3 million.

Information Technology Internal Service Fund
The beginning balances of land and other non-depreciable assets, buildings and equipment, allowance for depreciation, and net
assets invested in capital assets, net of related debt were increased by $9.2 million, $221.2 million, $83.5 million, and $146.9
million, respectively, to reflect assets transferred by executive order in the prior fiscal year to the internal service fund.

Eastern Michigan University
Eastern Michigan University, a discretely presented component unit, decreased its beginning net assets by $2.0 million for a prior
period adjustment of accounts receivable.
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